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Current Trends 


The Engineering News-Record Cost Index for October shows an increase in construc- 
tion costs of 9.2 percent... nationally... over October 1975. Largest increases were in Los 
Angeles (17.4 percent), San Francisco (11.4), Birmingham (11.3), and Atlanta (10.7). The 
cities having the smallest increases were Philadelphia (6.2), Kansas City (6.4), Boston (7.1), 
and New Orleans (7.4). The other cities surveyed were all within the normal range of the 
national average. 


The Veterans Administration increased the maximum for direct GI mortgage 
loans from $25,000 to $33,000...in line with the newly-enacted Veterans Housing Act of 
1976. 


The Labor Department reports that wholesale prices for building materials rose in 
September...led by lumber and plywood. Lumber prices increased a significant 3.4 
percent... while plywood advanced 1.9 percent and millwork 1.1 percent. Lumber and 
related materials. . . with a 24.3 percent rise above September 1975... was the highest of any 
in the Building Materials category. Other typical increases. ..compared to a year earlier 
... paint materials, 11.9 percent... plywood, 17.8...building paper and board, 10.2 
... hardware, 6.0... plumbing fixtures and fittings, 11.0...heating equipment, 6.5 
... construction machinery, 7.0... asphalt roofing, 9.6... and gypsum products, 9.6. 


During the 12-month period of 1975... farmland prices rose 18.8 percent...to an 
average of $403 per acre. ..according to the Agriculture Department. The national average 
price of farmland has more than doubled since 1970...and the average annual increase has 
been 13.1 percent. Analysts are expecting that the 1976 figures will show a further 8 to 10 
percent increase. The acreage involved in sales of farmland shrunk in the early 1975-1976 
period. .. however. The total of 23.1 million acres that changed hands during this period was 
down 16 percent from the 27 million acres sold a year earlier. ..and 45 percent below the 
42 million acres sold in 1974. 


A Wall Street Journal survey of corporate profits for the third quarter of 1976 shows 
that firms in the Building Materials category showed a better-than-average increase (compared 
to other industries) during the period. The survey...covering 510 major companies 
... Showed an average improvement for the quarter of 17 percent over the performance of 
July-September 1975. For 9 building supply companies and 8 cement companies. . . profits 
were 33 percent higher than last year. Of the leading companies. . . Johns Manville had one 
of the best performances. ..an 85 percent increase. 


Every fall...the FLW. Dodge Division of McGraw-Hill issues a forecast of construc- 
tion activity for the near future. This year’s prediction: The next 2 years will see “continued 
recovery” in construction, followed by 3 years of “sluggish growth.’ Much of this activity 
will occur in the area of nonbuilding construction. .. which is expected to increase its share 
of total construction from an historical 22-24 percent to 30 percent. Over the next 2 
years. .. nonresidential building is expected to follow the recovery of residential building 
... but Dodge predicts that the cycle will flatten out in 1978. Dodge also predicts that the 
South will be the Nation’s most active growth region and by 1981 represent as much as 33 
percent of total construction demand. 


Many of the leading banks. ..including the Nation’s two biggest...have cut their 
prime interest rate from 6% to 6% percent. . . the second such cut in less than a month. 





Housing Rehab Program to Begin 


A demonstration to rehabilitate more than 12,000 low-income multifamily housing 
units in selected cities has been announced by HUD. The demonstration is to be undertaken 
in cooperation with the AFL-CIO Building & Construction Trades Department and the 
National Housing Rehabilitation Association (NHRA). $50 million has been earmarked to 
subsidize rents for future tenants for the apartments. 


Rent subsidies are expected to stimulate rehabilitation at special wages and work 
terms to be negotiated by unions and contractors. 


The demonstration program includes a unique incentive bonus. It offers participating 
cities one additional rental unit for each unit to be rehabilitated and subsidized in that city 
by HUD under its regular Rental Subsidy (Section 8) Program for fiscal 1977. 


In this way. .. $100 million in federally-subsidized rents could encourage the produc- 
tion of up to $700 million worth of substantial rehabilitation in major urban areas before the 
end of the present fiscal year next September 30. 


Cities may begin applying for units of the housing after public notice of the 
demonstration. .. which is scheduled to be published in the Federal Register in November. 


Secretary Hills said that the selected cities would be expected to commit themselves 
to increased and improved services in project neighborhoods. 


Developers interested in doing the rehabilitation work will apply to HUD Field 
Offices for Section 8 funding of projects in the selected cities. 


Negotiations with craft unions and rehabilitation contractors for special labor-manage- 
ment agreements for rehabilitation have already begun in several cities. NHRA will help 
support further negotiations in other cities. 


* 
Home Cost Reaches $50,000 


A Federal Home Loan Bank Board report shows that the naticnal average cost of a 

new l-family house bought with a conventional mortgage in September was $50,000. Since 
the earliest days of American history... ownership of a home has been the ‘dream’ of most 
families. With this new price level...the ‘American Dream’ is becoming further from 
realization for most Americans. 
: According to the FHLBB report...only 10 years ago the average price of a 1-family 
house was just under $30,000. In 1971...5 years ago. ..it was $36,000. Since 1973... the 
increase has been 34 percent. The rise in the 1-month period... August to September 1976 
was more than 1.8 percent. Used houses also went up by almost the same percentage during 
the month. . . from $42,800 in August to $43,300 in September. 


Part of the reason for the increase... according to a National Association of Home 
Builders survey. ..the average size of new houses is going up... from 1,615 square feet a 
year ago to 1,638 currently. Also. .. the average price of lots on which new houses are being 
built rose by 17 percent during the past year. 

* 


HUD Participates in European Seminar 


A housing seminar in the Hague, Netherlands. ..sponsored by the United Nations 
Economic Commission for Europe... was held from November 8 to 13. Principal focus of 
the seminar was housing for special groups of the population (elderly, handicapped, single 
people, and small families, including one-parent families). 


Four HUD officials participated in the sessions: Sanford Witkowski, Deputy Assistant 
Secretary for Insured and Direct Loan Programs. ..Helen Holt, Departmental Advisor on 
Programs of the Elderly and Handicapped. ..Charles Gueli, Director of th: Community 
Design Staff, PD&R... and George Brown, Program Analyst, Office of the Assistant 
Secretary for Housing. 





New Flood Insurance Regs Issued 


Updated regulations for the National Flood Insurance Program... the rules which 
guide participating communities. .. have been announced. They become effective December 1. 


The revised regulations affect all participating communities. For example. . . individual 
regulations will require a record to be kept on the elevation of floodproofed structures, 
require the anchoring of mobile homes in flood hazard areas, and specify the coordination 
necessary with adjacent communities prior to alteration of a waterway. 


The revisions... which were published October 26 in the Federal Register... were 
developed by HUD’s Federal Insurance Administration after a series of public hearings held 
in major cities across the Nation. 


“These are the first comprehensive changes ever made to the Flood Insurance 
Program’s regulations,” said FIA Administrator J. Robert Hunter. “They have been designed 
to improve the effectiveness and efficiency of the program and to help local governments 
more effectively enforce and more clearly understand flood plain management requirements. 
Most importantly, the updated regulations can help save life and property as well as 
taxpayers’ dollars by making floodprone communities safer and better places to work and 
live.” 


More than 15,000 communities are participating in the National Flood Insurance 
Program. This means that local government leaders have made commitments to assure safer 
future development of known flood hazard areas. In those communities, flood insurance is 
now available to residents at federally-subsidized rates. 


Some communities may have to amend their existing flood plain management 
ordinances because of the changes announced by FIA. In order to allow for that local 
legislative process, the communities will have 6 months from the December | effective date 
of the updated regulations to comply. 


All communities participating in the program will receive a letter from the FIA 
Administrator, a summary of key changes, and a copy of the regulations. 


_ Communities seeking assistance in any aspect of the new regulations may call or write 
their nearest Federal Flood Insurance Office, or telephone toll free: (800) 424-8872, or 
contact the Federal Insurance Administration’s Office of Flood Insurance in Washington, 
D.C. 


* 
Study Rates Most Suburbs Higher Than Central Cities 


A study of 55 cities by the Brookings Institution concludes that in all but 12 
cases. .. the suburban areas adjacent to American cities exceed the central cities in education, 
unemployment levels, poverty levels, housing, and personal income. Of the 20 percent that 
are rated favorably with their suburbs...10 are in the so-called ‘Sun Belt.’ Two non-‘Sun 
Belt’ cities. . . Seattle and Omaha. . . exceed their suburbs. 


The cities that rated favorably: Dallas, Houston, Phoenix, Norfolk, Salt Lake City, 
San Diego, Fort Lauderdale, and Greensboro. The researchers reported that the cities that 
“stand out as the most distressed” are: Newark, Cleveland, Hartford, Baltimore, St. Louis, 
Gary, and Detroit. 


The report attributes the causes of the central city deficiencies to the “inevitable 
physical aging in the Nation’s oldest developed regions. The ‘Sun Belt’ meanwhile benefits 
from State laws that allow cities to annex suburbs and outlying areas.” 

EVI . 

Rural Housing Alliance... 11th Annual Meeting... Washington, D.C., December 3. 
Details: RHA, Suite 500, 1346 Connecticut Ave., N.W., Washington, D.C. 20036. 
(202/659-1680). 





More Rehab Funds Allocated 


HUD has announced that an additional $3.5 million in substantially-sound Federal 
housing and an extra $4.4 million in low-cost Rehabilitation Loans have been allocated 
among the 23 cities participating in HUD’s Urban Homesteading Program. 


The cities were originally awarded $5 million in HUD-held properties and $5 million 
in HUD Rehabilitation Loans when the Program was first announced a year ago. . . primarily 
as a tool to help restore ailing neighborhoods. 


The response of the 23 cities has been so enthusiastic that on October 8 Secretary 
Hills extended the Program to add an extra $6.25 million worth of housing and $8 million 
more in loans. .. more than double the Federal Government’s original investment. 


The new allocations leave about $2.5 million in housing and almost $3.6 million in 
loans to be spread among new cities expected to join in the experiment. Another $200,000 
worth of housing will be retained for distribution on a contingency basis. 


A second round of competition for the new entrants will be announced in the 
immediate future...with the awards going to those cities that submit the most com- 
prehensive and coordinated plans for making use of the basically sound housing stock from 
HUD’s inventory of foreclosed one- to four-family homes. 


As many as 10 may be selected. . . raising the total of participating cities to 33. 


The 23 cities now in the program are: Boston; Jersey City: Freeport, N.Y.; Islip, 
N.Y.; New York: Baltimore; Philadelphia: Wilmington, Del.; Atlanta; Decatur, Ga.; Chicago; 
Rockford; Gary; Indianapolis; South Bend; Minneapolis; Columbus, Ohio; Cincinnati; Mil- 
waukee; Dallas: Kansas City, Mo.; Oakland; and Tacoma. 


With these allocations, the total awards to date amount to $8.4 million in housing 
stock, and $9.4 million in rehabilitation loans. 
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